§271.8

(1) If FNS ascertains that a State
agency does not plan to comply with a
directive to reduce, suspend or cancel
allotments for a particular month, a
warning will be issued advising the
State agency that if it does not com-
ply, FNS may cancel 100 percent of the
Federal share of the State agency’s ad-
ministrative costs for the affected
month(s). If, after receiving such a
warning, a State agency does not com-
ply with a directive to reduce, suspend
or cancel allotments, FNS may cancel
100 percent of the Federal share of the
State agency’s administrative costs for
the affected month(s).

(2) If FNS ascertains after warning a
State agency as provided in paragraph
(h)(1) of this section, that the State
agency does not plan to comply with a
directive to reduce, suspend or cancel
allotments, a court injunction may be
sought to compel compliance.

(3) If a State agency fails to reduce,
suspend or cancel allotments as di-
rected, FNS will bill the State agency
for all over issuances that result. If a
State agency fails to remit the billed
amount to FNS within a prescribed pe-
riod of time the funds will be recovered
through offsets against the Federal
share of the State agency’s administra-
tive costs, or any other means avail-
able under law.

[Amdt. 146, 46 FR 1426, Jan. 6, 1981, as amend-
ed by Amdt. 207, 47 FR 52333, Nov. 19, 1982;
Amdt. 211, 47 FR 53315, Nov. 26, 1982; Amdt.
233, 47 FR 53830, Nov. 30, 1982; Amdt. 269, 51
FR 10782, Mar. 28, 1986; 54 FR 24154, June 6,
1989; 56 FR 63596, Dec. 4, 1991, Amdt. 356, 59
FR 29713, June 9, 1994]
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[60 FR 2660, Jan. 18, 1985, as amended at 54
FR 7002, Feb. 15, 1989; 54 FR 24527, June 7,
1989; 56 FR 55059, Oct. 24, 1991; 67 FR 41603,
June 19, 2002]
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and eligibility

§272.1 General terms and conditions.

(a) Coupons do not reduce benefits. The
coupon allotment provided any eligible
household shall not be considered in-
come or resources for any purpose
under any Federal, State, or local laws
including, but not limited to, laws on
taxation, welfare, and public assistance
programs. No participating State or
political subdivision shall decrease any
assistance otherwise provided an indi-
vidual or individuals because of the re-
ceipt of a coupon allotment.

(b) No sales taxes on food stamp pur-
chases. (1) A State shall not participate
in the Food Stamp Program if State or
local sales taxes or other taxes or fees,
including but not limited to excise
taxes, are collected within the State on
purchases made with food stamp cou-
pons. “‘Purchases made with food cou-
pons” for purposes of this provision
shall refer to purchases of ‘‘eligible
foods” as defined in §271.2. Where the
total value of groceries being bought
by the recipient is larger than the
amount of coupons being presented by
the recipient, only the portion of the
sale made in exchange for food stamps
must be exempt from taxation in order
for a State to satisfy the requirements
of this provision. Although a food
stamp recipient may use a combination
of cash and food stamps in making a
food purchase, only the dollar amount
represented by the food coupons needs
to be exempt from taxation.

(2) State and/or local law shall not
permit the imposition of tax on food
paid for with coupons. FNS may termi-
nate the issuance of coupons and dis-
allow administrative funds otherwise
payable pursuant to part 277 in any
State where such taxes are charged.
Action to disallow administrative

565



